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KEY ECONOMIC INDICATORS 
(One Liberian dollar equals one U.S. dollar) 


CY CY 
Units 1975 1976 
National Accounts a/ 
GDP at current prices $ million 626.2 628.1 
Population Millions 1.55 1.61 
GDP per capita Dollars Lok 390 
Real GDP per capita 
(constant 71 prices) Dollars 2h8 2h6 
Consumer Price Index (Sept-Nov 1964 = 100) 212.5 225.3 


Government Finance 
Budget Revenues $ million 117.0 156.0 
Recurrent Budget Expenditures $ million 89.3 117.0 
Development Budget $ million 27.6 39.0 
New Foreign Aid Commitments $ million 80.1 4h 3 
External Debt Outstanding 

(at end of year) $ million 152.8 175.0 
External Debt Servicing 

(during FY 1977-78) $ million 22.7 25.6 
Debt Service as % of Revenue Percent 18.8 16.4 


Monetary Sector 


Foreign Assets (net) 
Domestic Credit 
Claims on government 
Claims on private sector 
Deposit Money (end of year) 
Quasi-money (end of year) 


million ‘ 24.9 
million . : 110.4 
million . ‘ -0.7 
million j ; 110.8 
million . 57.0 
million , : 69.1 
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Foreign Trade 


Exports, FOB $ million 394.4 457.0 Lu7 4 
Iron Ore $ million 293.6 331.6 273.5 
Million Long Tons 18.1 20.5 iT.4 

Rubber $ million 46.2 53.3 59.1 
Million Lbs. 178.3 161.5 153.0 

Diamonds $ million 18.4 16.6 21.4 
Thousand Carats 420.0 320.2 326.2 

Lumber & Logs $ million 12.8 34.6 29.3 
Million Bd. Ft. 42.3 118.5 113.4 

Coffee $ million 4.5 6.6 43.0 
Thousand Lbs. 9,150 9,341 22,215 

Imports, CIF $ million 331.2 399.2 463.5 
Trade Balance $ million 63.2 57.8 -16.1 
Exports to U.S. $ million 86.9 88.0 94.8 
U.S. Share of Exports Percent 22.0 19.2 21.9 
Imports from U.S. $ million 104.2 119.1 121.8 
U.S. Share of Imports Percent 31.5 29.8 26.3 
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a/ Includes both subsistence and modern sectors. Derived from data in Annual Report 


of the Ministry of Planning and Economic Affairs, January 1, 1977, to December 31, 
1977. GDP data have been revised. 





SUMMARY 


During 1977 the Liberian economy in real terms grew by only 1.0 percent, 
although the Gross Domestic Product at current prices increased by 8.1 
percent. Production of iron ore, rubber, lumber and logs declined from 
the previous year. For the first time in 25 years, Liberia had a trade 
deficit of $16.1 million. Exports in 1977 declined by $9.6 million from 
1976. Iron ore exports dropped by $58.1 million from the 1976 total to 
$273.5 million. Meanwhile, imports soared to a new high of $463.5 million. 
There was a deterioration in the fiscal situation as the FY 1977/78 
national budget had an uncovered deficit of about $19 million. To accom- 
modate the burgeoning expenditures for OAU projects, the government has 
increased expenditures under the Four-Year Development Plan from $415 
million to $585 million. Some of the original plan projects have been 
reduced, cancelled or deferred to make way for the OAU projects. In 
1977 there were no major foreign investments. To attract foreign invest- 
ments, the government is beginning to take measures to improve the in- 
vestment climate. The recent settlement of one investment dispute with 
two American firms will help to improve Liberia's image. Liberia will 
continue to buy heavily from the United States in 1977/78 for various 
development and OAU projects. The U.S. will remain one of the leading 
sources of loans and grants for various development projects. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Overall Economic Performance 


In real terms the Liberian economy was stagnant in 1977. Iron ore mining 
activities, the single most important sector, declined as the world steel 
companies cut back on their orders and bought only at reduced prices. 
Contributing to the decline of the iron ore mining industry in Liberia 
was the closing of the first iron ore mine in March 1977, 26 years after 
it opened. Other sectors such as rubber, diamonds and coffee were more 
active but not enough to offset the iron ore mining sector. 


Other unfavorable developments were the trade deficit, the first one in 
over 25 years. Another is the uncovered FY 1977/78 budget deficit of 
about $19 million and anticipated budget deficits of substantially larger 
amounts for the next two years. There were no major foreign investments. 
Realizing that Liberia has had no major foreign investments for several 
years, the government is now modifying its policies which have been in- 
hibiting foreign investments. 


Budget Deficit 


For the first time in many years the national budget has an uncovered 
deficit of about $19 million. Previous budgets have always had their 
deficits covered by foreign loans and grants. Primary cause of the un- 
covered budget deficit is the burgeoning expenditures for the 1979 OAU 
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Summit Meeting in Monrovia. Although some of these expenditures were 
included in the original Four-Year Development Plan, others represent 
new expenditures for the Summit Meeting. Working under a tight deadline, 
the government has given these expenditures high priority and is making 
strenuous efforts to obtain new loans on concessionary terms. It is 
particularly anxious to have the grace period for these loans to extend 
beyond four years so that the burden of servicing these loans will fall 
after the Summit Meeting. Thus far the government appears to have had 
little difficulty in obtaining grants and loans. 


The fiscal outlook for FY 1978/79 is expected to be even more difficult 
with the budget deficit approaching $75 million. The government may be 
forced to make drastic cuts in the recurrent and non-OAU development 
expenditures to keep the deficit within a manageable level. 


Except for the hotel and conference facilities at the OAU conference 
site, the OAU projects will not generate cash income for the government. 
Income from ship registration is not expected to recover for a few years 
because of the present world glut of oil tankers. Income from iron ore 
mining will depend upon the state of the economies of the major steel 
producing countries. There is no indication when these economies will 
recover. Opportunities for obtaining additional revenues from other 
sources are extremely limited. Thus, the government will need to borrow 
heavily to cover its budget deficits. Service on the growing debt will 
become a serious burden unless exports and government revenues expand 
substantially. 


Development Program and External Assistance 


To make way for large expenditures for the 1979 OAU Summit Meeting, the 
government has modified the Four-Year Development Plan, now in its second 
year of implementation. Total expenditures under the Plan have been in- 
creased from $415 million to $585 million. The government is anticipating 
a financial gap of $92 million to complete the projects in the Revised Plan. 
Highest priority is being accorded to the OAU projects since they must be 
completed by the summer of 1979. These include the OAU conference center, 
hotel, Foreign Ministry building, and roads and bridges leading to the 
conference center. 


The 41 percent increase in Plan expenditures has not only caused a large 
financial gap but also appears to be pressing against Liberia's absorptive 
capacity to implement the enlarged development program. Already short- 

ages Of skilled personnel and equipment are being felt, especially on 

low priority non-OAU projects that are being executed by the GOL ministries. 
These projects are reportedly being delayed or are making very little 
progress. They are concentrated in the fields of agriculture, roads, 
health and social welfare. In view of the expected sizable budget deficits 
for FY 1978/79, many other non-OAU projects, presently not affected, could 
be curtailed or postponed. 
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Liberia has been fortunate in being able to obtain a substantial in- 
crease in commitment of foreign grants and loans from the 1976 level. 
A number of new sources of external assistance including the Arab Bank 
for Economic Development in Africa and the Saudi Fund for Development 
have promised $32 million for several projects. In addition, tradi- 
tional donors have increased the level of their aid commitments to 
Liberia. 


Trade Deficit 


For the first time in over 25 years, Liberia had a trade deficit in 
1977. After the first quarter of 1977, imports began to exceed exports. 
By the end of 1977, imports were $16.1 million larger than exports. 
Exports in 1977 totaled $447.2 million, $9.6 million less than the 
record high total of $457.0 million in 1976. The principal reasons 
for this decline in exports were decreases of $58.1 million and $5.3 
million for iron ore and lumber and log exports, respectively. These 
could not be offset by a spectacular jump in coffee exports and a 
modest rise in rubber and diamond exports. The depressed state of the 
world's iron and steel industry has not only reduced exports of iron 
ore, but also weakened iron ore prices. 


In the meantime, imports of foodstuffs, mineral fuels and lubricants 
and manufactured goods rose to a record total of $463.5 million in 1977. 
Some of this increase is no doubt due to inflationary rise in prices 
and to buying in anticipation of the increase in tariff, which went into 
effect on November 10, 1977. An increase in imports of mineral fuels 
and lubricants is caused by importation of refined products rather than 
crude oil ever since a fire closed the refinery on Christmas Day 1976. 
Although imports of machinery and transport equipment were by far the 
largest category of imports, their increase over 1976 was only $4.4 
million. Iron ore mining companies were not in a buying mood, keeping 
their purchases of equipment and machinery to a minimum. 


Unless there is a sudden spurt in sales of iron ore and rubber, Liberia 
will continue to have a negative trade balance for the next few years. 
Imports financed by loans and grants for development and OAU projects 
will be sustained at a high level. 


Foreign Investments 


Since Skelly Oil Company signed a concession agreement for a huge saw- 
mill and plywood plant at Greenville in April 1972, Liberia has failed 
to attract any major new foreign investments except for expansion of 
the pelletizing plant by Bong Mining Company. LAMCO's plan to invest 
about $130 million in the Tokadeh project has been postponed by the 
current poor market outlook for iron ore. In 1977, only $6.6 million 
were invested in new industries such as for the manufacture of glue, 
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corrugated aluminum sheets, and paper products. Nine applications for 
investment incentives were approved, involving a total investment of 
$4.4 million. 


The government has begun to show some concern about the lack of new 
private investments. In January 1977, President Tolbert established 
a Special Economic Commission headed by a prominent businessman to 
review the business environment and offer suggestions as to how the 
government's economic policies could be improved to open up new com- 
mercial and investment possibilities, sufficiently attractive to both 
Liberian and foreign investors. The Commission's report, which should 
be out soon, will point out areas where corrective action by the 
government is needed. If the government takes the Commission's recom- 

mendations seriously, a substantial improvement in the investment 
climate may be expected. 


There are indications that the government is taking a more reasonable 

attitude toward expatriates where their use can be amply justified. 

Applications for work permits for expatriates are currently being 

expeditiously processed. The government however is committed to 

Liberianization of those positions where qualified Liberians are 

available. 1¢e government's more rational approach to Liberianization 
11 be welcomed by foreign investors. 


is also re-examining its policy of renego otiating con- 
agreements While these renegotiations resulted in more govern- 
they tended to upset foreign piitnmaien, While the 
io not deny the government's right to reopen concession agree- 
concession terms whereby decisions to invest 
being changed to their disadvantage. They 
taking advantage of the fact that foreign in- 
have been made, cannot withdraw immediately 
best of a bad situation. 


Iwo prolonged investment disputes involving American firms and the 
government have damaged the investment outlook. Fortunately, one dis- 
pute has -eeemiely been resolved. 


IMPLICATIONS FOR THE UNITED STATES 
While Liberia still enjoys political stability and a free market economy 
and supports the "Open Door" policy toward foreign investments, U.S. 
investors have become concerned about Liberia's fiscal capacity to cope 
with the anticipated large budget deficits and to service the growing 
external debt. Prolonged investment disputes involving American firms 
have eroded Liberia's favorable investment climate. There are still 
otner constraints such as the lack of adequate infrastructure and 

labor skills. On the other hand, Liberia still offers good opportunities 
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for American investors in such fields as rubber plantations and manu- 
facture of various consumer goods, especially in the Industrial Free 
Zone now nearing completion. The possibility of a customs union 
between Liberia and Sierra Leone under the Mano River Union makes 
such investments attractive. In addition, American investors con- 
tinue to show interest in mining gold, diamonds, uranium and other 
minerals. Both the Wologisi and Bie Mountain iron ore mining proj- 
ects are still being considered by U.S. interests. 


The United States will continue to be Liberia's most important trading 
partner. In 1977, total trade between the two countries totaled 
$216.6 million, 4.5 percent more than the previous year. The United 
States had a $27 million trade surplus with Liberia. American prod- 
ucts most in demand for the next twelve months will be motor vehicles, 
electrical machinery, telecommunications equipment, construction 
machinery, air conditioning equipment, machinery and transport equip- 
ment. The depreciation of the U.S. dollar relative to currencies of 
its chief competitors in the Liberian market and established product 
acceptance will continue to give American products a competitive edge 
over those from other countries. 


The United States will also continue to be the principal market for 
Liberian rubber latex and crepe and also an important buyer of 
Liberian iron ore. Rubber and iron ore constitute 90 percent of 
Liberian exports to the United States. The balance is made up of 


shrimp, coffee and cocoa beans. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 














